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TO: Cheryl King, Staff Director 
 
FROM: Paul Grether, MARTA Staff Resource   
 
DATE: July 8, 2008  
 
SUBJECT: Peer Regions’ Ability to Cope with Increased Transit Demand and Rising Fuel Costs 
 
At the June 2008 TPB Board meeting there were questions about how peer regions and transit 
systems were coping with increased demand and rising fuel costs.  The question was focused on 
how the Atlanta Region was stacking up and what attributes successful regions have in this regard. 
 
An article from the July issue of Planning magazine on the subject is appended. 
 
In late May the American Public Transportation Association (APTA) completed a survey of transit 
agencies across the country with regards to how they are coping with increased fuel costs and 
ridership increases.  The summary of the APTA published survey results are appended. 
 
The Federal Transit Administration has not been providing any additional financial assistance to 
transit operators as a result of increasing fuel costs and ridership, but FTA is allowing some grant 
funds to be used for operating rather than restricted to capital.  Note that these are not newly 
obligated funds.  The “Dear Colleague” letter from the Administrator on the subject is appended. 
 
National Perspective 
 
Nationally fuel costs for all modes (diesel, natural gas, electricity, etc.) has increased from an average 
of 6% of an agencies’ operating budget to 11%. 
 
In summary transit systems nationally are taking some or all of the following actions: 
 

 Fare increases 

 Increase in local/state contributions 

 Delay or cancellation of operating or capital improvements 

 Delay or cancellation of service increases 

 Transfer of funds from capital improvement programs to operations 

 Service cuts 

 Borrowing of funds for operations 

 Implementation or change of fuel procurement strategy 
 
The costs for all types of fuel have increased but diesel costs to agencies have increased the most at 
an average 166% increase since 2004. 
 
Several major urban systems across the country that are in an expansion mode, such as Seattle, New 
Jersey, Salt Lake City, Charlotte Denver and others are in the midst of taking delivery of equipment 
such as additional rail vehicles and buses.  This has allowed deferral of vehicle retirements or the 
redirection of expansion fleets onto existing services to help meet the new and growing demand. 
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Atlanta Region Perspective 
 
Transit agencies in the Atlanta Region have implemented: 
 

 Cobb Community Transit and Gwinnett County Transit have implemented fare increases 

 MARTA has a long-standing practice of fuel price hedging, primarily for budget 
predictability - the current MARTA fuel price hedge expires at the end of CY2008 

 GRTA Xpress procures fuel off of the State of Georgia fuel contract and is redirecting 
expansion fleet and spare vehicles to increased services 

 
There are several of these actions that many national peer regions have implemented that transit 
agencies in the Atlanta region cannot implement.  Limitations on transit agencies in the Atlanta 
Region in this regard include: 
 

 Lack of state financial support for transit, particularly operating funds 

 Lack of ability to move funds between capital and operating budgets 
o MARTA has a legislatively mandated “50/50” split between capital and operating tax 

revenues 
o County systems are a part of the county Capital Improvement Program and compete 

against other budgetary needs, typically in the general fund 
o GRTA Xpress is funded from a combination of county and federal CMAQ funds - 

recently announced GDOT GO bond funding is limited to the capital procurement 
of additional buses 

 Lack of large scale expansion projects is hampering efforts to meet ridership demand 
 
 
Appendix 
 

1. Planning magazine “Gas Prices Are Up, and So Are Transit Costs”, July 2008 
2. American Public Transportation Association “Impact of Rising Fuel Costs on Transit Services, 

Survey Results”, May 2008 
3. Federal Transit Administration “Dear Colleague”, June 2008 
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July 2008 

Planning News 

Gas Prices Are Up, and So Are Transit Costs  

As gas prices continue to soar, newspapers everywhere are reporting significant increases in transit 

ridership. That's the good news. The bad news is that fuel costs are rising for transit agencies, too, and the 

increase in fare revenues from new riders doesn't even begin to fill the gap.   

In Denver, transit ridership went up 11 percent last year and is up eight percent in the first quarter of this 

year. At the same time, the Denver Regional Transportation District's fuel costs have jumped a whopping 55 

percent over last year's. Cal Marsella, general manager and CEO of the agency, said that even the locked-in 

price of $3.20 per gallon that RTD negotiated in March is well over the budgeted price of $2.62.  

Complicating matters in Denver and elsewhere is the fact that local sales tax revenues — which Marsella 

says fund 80 percent of RTD operations — are flat or down. "We're projecting we'll get $18 million less than 

what we budgeted," he says. "People just don't have money to spend on taxable items."  

Transit agencies face a real dilemma, notes Mantill Williams, director of advocacy communications for the 

American Public Transportation Association. He says they must raise fares, cut services, or "eat the costs 

and run on a deficit." But, as advocates for the poor, elderly, and disabled point out — and transit 

administrators well know — higher prices at the fare box and fewer or shortened routes will hurt low- and 

moderate-income people the most. 

In late May, the Utah Transit Authority took that chance. The UTA board approved a 25-cent fuel surcharge 

starting this month — taking the cost of a one-way trip to $2.00 — with another 25-cent increase expected 

in the fall. Denver raised its fares in January, a year earlier than scheduled.  

Across the country, the transit agencies of Charlotte, North Carolina; Oakland, California; Portland, Oregon; 

and the state of Rhode Island are all considering fare increases. Denver, Miami, and Nashville are among 

the many places considering service cuts.  

At least one transit agency is dropping prices. The Rochester Genesee Regional Transit Authority announced 

in late April that its fares would go from $1.25 to $1.00. CEO Mark Aesch says the agency can lower its price 

because of a successful four-year effort to increase efficiencies and rein in a $27.5 million deficit.  

The silver lining may be that investments in hybrid and fuel-efficient vehicles will pay off sooner. J. Barry 

Barker, executive director of the Transit Authority of River City in Louisville, Kentucky, thinks that might be 

the case in his area. He told Passenger Transport, the American Public Transportation Association's weekly 

publication, that his "rough calculations showed that diesel would have to be above $4 a gallon to make up 

the price differential." That level, he adds, isn't far away. 

APTA is conducting a survey of transit agencies, asking how increased fuel prices have affected them. The 

results will be available later in the summer at www.apta.com. 

Meghan Stromberg 

Stromberg is Planning's senior editor. 

 

http://www.apta.com/
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